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WARNOCK HERSEY INTERNATIONAL LIMITED 


PRESIDENT’S REPORT 


During the year ended December 31, 1970, your company incurred a consolidated loss of $3,965,583, compared 
to a loss for the same period last year of $423,866. In addition to the foregoing, I have recommended to the Board of 
Directors that certain further entries, by way of extraordinary items, be recorded in the company’s surplus accounts. 
These special entries consist of a charge of $2,274,832 to provide for losses which were incurred or anticipated in the 
discontinuance of certain operations, and of $3,118,728 to lower the value at which the company carries its portfolio 
of marketable investments to the quoted market value. These extraordinary charges were partially compensated for 
by a gain of $2,786,495 made and realized on the sale of investments and of real estate. 


The charge of $2,274,832 related to the discontinuance of certain operations consists of non-recurring termination 
costs arising from the company’s decision to withdraw from Aerospace, Mutual Funds and from business of operating 
rotary and fixed wing aircraft. As well as these non-recurring charges, a greater part of the company’s operating 
losses also stem from operations now discontinued. Their removal strengthens the company. 


The charge of $3,118,728 to reduce the carrying value of marketable securities is the result of the generally 
unsettled condition of the market throughout all of 1970. The provision thus made was in respect of the company’s 
holdings of American Sterilizer Company and of Bahamas-Caribbean Development Corporation Limited. 


Since the end of the year, the American Sterilizer holdings were sold and the proceeds of approximately 
$3,100,000 were applied to additional reduction of debt. After this latter sale, the company’s security holdings amount 
to $5,414,071 at carrying value. The market value of the portfolio, at time of writing, is in excess of this figure. 


In selecting securities for sale, only those which either yielded no current revenue or which yielded revenue at 
levels below carrying cost were chosen. Sale of these securities, however, provided both cash to maintain liquidity 
and a reduction in future interest cost. The funds derived from these sales were applied to reduction of bank loans, 
long term debt and to necessary capital expenditures required by the operating divisions. 


The company remains one of the largest shareholders in Power Corporation of Canada, Limited and continues 
the cordial relationship which has existed for many years with that company. 


In all, including operating and termination losses and provision for decline in security values, the sum of 
$7,049,551 has been charged against surplus. In view of these charges, the company, to maintain its liquid position 
sold a part of its investment portfolio and converted part of its current indebtedness to a term position, thereby 
realizing the sum of $9,363,137. The proceeds of these transactions of disposal and conversion offset the potential 
drain on liquidity. 


The net result as the balance sheet indicates is that a reduction of working capital from $14,523,805 at the end 
of 1969 to $8,363,731 was somewhat offset by the company’s specific moves to maintain liquidity. Thus, current 
bank indebtedness was reduced by $1,136,029, long term debt by $3,291, 969 and at year end, the company held 
cash of $6,052,068, with $3,780,000 of that sum specifically earmarked for further reduction of debt. The current 
ratio declined marginally from 1.6 to 1 to 1.4 to 1. 


Term debt stood at $10,792,708 compared to $14,084,677. When effect is given to the application of cash 
held on deposit to the reduction of debt, as observed above, long term indebtedness will reduce to $7,092,708 and 
the debt/equity ratio will have decreased from 56% at the end of 1969 to 39%. Your management considers the 
reduction of debt in relation to equity, with attendant alleviation of interest cost, to be a significant step to 
correcting the balance sheet relationships. 


THE OUTLOOK 


In the past year, your company has changed from an organization heavily oriented to investment to one with 
emphasis on operations. Its position has been consolidated and strengthened by disposal of loss divisions and by 
streamlining the management group at Montreal and in the divisions. Head Office costs have been lowered and 1971 
will see the company with substantially less interest cost. 


Your management believes the divisions which now make up the operating side of Warnock Hersey have potential 
for earnings growth. Although the earnings of some divisions are subject to fluctuations of the general economy, which 
may defer a return to acceptable earnings in the present year, we are confident of their results beyond the short term. 


The subsidiaries and divisions owned by your company now consist of the following: 


WARNOCK HERSEY INTERNATIONAL LIMITED 


PROFESSIONAL SERVICES DIVISION — Head Office, Ville LaSalle, Quebec. 


An international organization supplying the services of scientific analysis, appraisal and testing in eight of the 
principal Canadian cities, in the Caribbean and in South America. 


EASTERN CANADA STEVEDORING — Head Office, Montreal, Quebec. 


Operates the largest stevedoring group in Canada at the following ports: Montreal, Quebec City, Sept Iles, 
Toronto, Hamiiton, Halifax, Saint John, N.B. 


TRANS-AD DIVISION — Head Office, Montreal, Quebec. 
This national firm has been Canada’s largest supplier of public transit advertising for over 50 years. 


RECREATION — 
Le Chantecler, Ste-A déle-en-Haut, Quebec — 

A popular and well known Laurentian resort hotel offering ski, golf, swimming and tennis to both transient and 
convention guests. Chantecler, in 1970 added to its ski facilities by a $1,400,000 investment in lift and other 
equipment. 

Sunshine Village — 

Located near Banff, Alberta, Sunshine is an outstanding Canadian Rockies ski resort. A 90 room hotel, dining 
lounge, bar and sauna form part of its facilities. 
Banff Voyager Inn — 

Located in Banff, Alberta, it is an all season hotel/motel with excellent cuisine, heated pool, recreation room 
and sauna. 

Garibaldi Lifts — 
On Whistler Mountain, B.C., north of Vancouver, Garibaldi is growing rapidly as a major ski operation. 


TEK PLASTICS LIMITED — Head Office, Mississauga, Ontario. 


Tek manufactures and installs illuminated and non-illuminated plastic signs and is a major supplier to national 
accounts. 


FURNITURE — 
The company operates two furniture subsidiaries: 


Henderson Furniture Limited — Head Office, St. Lambert, Quebec. 
Canada’s largest chair manufacturer. 


Princeville Furniture Limited — Head Office, Princeville, Quebec. 
A major supplier of fine furniture for the home. 


INTERNATIONAL BRONZE POWDERS LIMITED — Head Office, Montreal, Quebec. 


This company operates in the United States through its subsidiary company, United States Bronze Powders Inc., 
Flemington, New Jersey and is the largest American producer of bronze powders. In Canada, the company’s Canbro 
Division is the largest Canadian manufacturer of bronze powders. The products of International Bronze are widely 
used in the automotive, plastics, printing, paint, explosive and other industries. 


DRUMMOND WELDING & STEEL WORKS LTD. — Head Office, Longueuil, Quebec. 


Fabricator of fuel and other tanks, pressure vessels including those utilized in nuclear operations, steel plates, 
tank trailers and other metal work. 


The strains of change are not easy. Many of these stresses fall directly upon both divisional and head office 


personnel and upon hourly rated as well as supervisory. I express the thanks of the Board and myself for all their 
efforts this past year. 


J. CLAUDE HEBERT, 


President. 
Montreal, May 25, 1971. 
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WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND SURPLUS 


For the years ended 
December 31 


1970 1969 
INCOME 
GEGSSeTeVCUUC ArOIn Opehatlons +4705 ee ee $67,612,263 $82,413,427 
Income irom investments — nc... sk ee eee 804,968 803,988 
$68,417,231 $83,217,415 
EXPENSES 
Operating and /admiilistratives 3.0.2) eer suk. elves eoeeete: 67,970,739 TOs73:615* 
Deprectaulon and amoruzationn cq ee eee. ete 1,922,758 2,328,646 
Deterescr Ole ON Cater yACO Cae seen Hee keene en cided te 868,684 1,142,894 
CETTE SST Maree re. etre ee Ne te Ta cate ty 1,395,462 121315204? 
come taxes emery ae we et ae oe Ne te a ais ae wat 333.10 673,972 
AVERILL cI COT OS Atm RnR accde 3 85.6..5 we dae ani oh (108,344) 190,950 
$72,382,814 $83,641,281 
(LOSS Pe BEFORE: EXTRAORDINARY ITEMS &..ff:cc.c 43 feenws edness. oscpeesaces (3,965,583) (423,866) 
EXTRAORDINARY ITEMS (net of minority interest) 
Gain on sale of investments and real estate .............000.....000000.005. 2,786,495 3,108,499 
Provision for decrease in quoted value 
Gmina ketableseCuritics tere eee ee eer aick duces ee veseneee mee (351185728) — 
(Provision) recovery related to the 
GisCOULNUANCELOleCerL alms OPETALONS |e isesenc ee atete scones (2,274,832) 370,640 
Difference between cost of investments in 
subsidiaries and the underlying book values ....................... (208,825) (163,542) 
AGjUstmentssOf priorsyears: INCOME TaxXeS7 ois aeveestaas. (268,078) - 
TOTAL (Loss) NET INCOME AND EXTRAORDINARY ITEMS ............ (7,049,551) 2,091,231 
CONSOLIDATED SURPLUS —— J anUary: Losi. ceas.x ec. tvier eentiemeareocen cone 11,040,664 8,916,213 
Dealers DIVidends Paki (NOt oan, okt sons gerier ibe Rgnc.o aan (332,996) (767,280) 
CONSOLIDATED SURPLUS — December 31) 225 caiiscannc caieuese we $ 3,658,117 $11,040,664 


*Reclassified for comparative purposes 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET — DECEMBER 31, 1970 


ASSETS 


CURRENT 


Marketable securities, at cost less provision for decrease 
in quoted values — 1969 at cost (market value 1970 — 
$9,081,000) "1969 === 3245230 000 it een eee en eee 


Accounts) and, notes} receivable isa at eee 


Inventories, valued at the lower of cost or 
net realizable Value se Nea i ce ee ee 


Prepaid Expenses yo caetrt gfe ate a ee 


OTHER ASSETS 
Cash on deposit held for redemption of long term debt ................ 
Mortgages and notes receivable, net of current portion ................ 


Advances in respect of executive stock 
purchase ‘plan, GNote <4) ieee yc ee ee 


Unquoted isecurities; at} Cost. tacts ene ee ee 


FIXED 
Land, buildings and equipment cat Costus ee 


Less: "Accumulated depreciation nrrtq tee ae ene 


On behalf of the Board: 
P. N. THOMSON, Director 


J. CLAUDE HEBERT, Director 


1970 
$ 2,272,068 
8,567,718 
13,581,065 


5,846,940 
604,722 


$30,872,513 


$ 3,780,000 
812,028 


400,000 


$ 4,992,028 


$30,121,964 
13,185,612 


$16,936,352 


$52,800,893 


1969 


$ 1,054,541 
16,656,849 
14,232,346 


6,919,451 
664,645 


$39,527,832 


2,536,909 


$ 2,536,909 


$40,310,465 
16.739.533 


$23,570,932 


$65,635,673 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


LIABILITIES 


CURRENT 
Bank indebtedness, secured 


PACCOUNTS sp2ya Dick and saccrucd. ..\, Bee aie waeeire ata e Le ea 
pncome. and (other taxes payable: da. 55 A, cecal ica-ccceescehots pavlle 
PD IVICe DC Td VADICMEEe © os eel co Got erous ae he Wee and ames rare 


Pong term debt due: within one-year 1... 2. ese ere eae 


LonGc TERM DEBT, less amounts due within one year (Note 2) 
ee osincome deventures. maturing im 1972 70 eee eee 
6'4 % Secured sinking fund debentures, maturing in 1981 .......... 


6% Notes, payable in quarterly instalments 
to December 31, 1974 


IB akseIOATIS wee ee RPE ocr ks re een ater oe Aceh ase Meee eet act ee 
RE DETAIC ATIC Pn MN My Bee ny aD kd ee oe ST Be ae eee 


DEFERRED income taxes and other deferred credits .........0..000........ 
IMIINOR IT Yao INTERES Taste coee tt, 9, cule) ee ely oe en en oe bee Nee oe BS 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 3) 


Preferred shares of $25 par value, issuable in series 
Authorized — 300,000 shares 
Issued — 110,795 shares (1969 — 112,295 shares) 
$1.50 series “A” cumulative, redeemable at $26.25 ............ 


Common shares of no par value 
Authorized — 3,000,000 shares 
Issued — 1,835,885 shares (1969 — 

1,817,991 shares) 


CONSOLIDATED SURPLUS (Note 3) 0................00.:0005. AS diate ket 


1970 


$12,495,774 
7,951,425 
478,684 


1,582,899 


$22,508,782 


$ 3,000,000 
1,158,000 


1,866,290 
1,742,934 
3,025,484 


$10,792,708 
Seed Jal 
$ 1,305,472 


$ 2,769,875 


11,508,162 


14,278,037 


3,658,117 


$17,936,154 
$52,800,893 


1969 


$13,631,803 
8,812,395 
336,323 
42,111 
23181,395 


$25,004,027 


$ 3,000,000 
1,274,000 


2,930,391 
2,787,396 
4,492,884 


$14,084,677 
$ 296,258 


$ 1,073,450 


$ 2,807,375 


11,329,222 
14,136,597 
11,040,664 
$25,177,261 
$65,635,673 
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WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the years ended 
December 31 


1970 1969 
SOURCE OF FUNDS 


Total (loss) net income and extraordinary items ........................ $(7,049,551) $ 2891731 


Items not requiring an outlay of funds 


Minority interest in net income and extraordinary items ........ 52226 217,413 
Depreciation -andvamortization g- 7s eee 1,922,758 2,328,646 
Gain«on sale.of: fixedsassets 45 ee (1,117,886) — 
Reduction in carrying value of non-current assets of 
discontinued < opel ations ~iaces tn eee eee 1,454,095 — 
Other. tcikaged ecaeurecasoies bg 2:0 ec eee a 116,397 154,388 
(4,146,961) 5,592,178 
Disposal of investments other than marketable securities ............ 15773,752 3,664,111 
Proceeds onjissuc, of shares 4,452 ce ee ee ee 178,940 1,126,066 
Net increase in working capital by reason of 
purchase. and Sale*ol-subsidiaries# 9) 0 ee 1,950,055 1333;175 
Proceeds. onassue of long term, debt. = eee 1,227,892 a 
Proceeds. onsale oftn xed assets.9 .0ennee ee eee 4,232,498 — 
5,216,176 1157155530 
APPLICATION OF FUNDS 
Reduction’ of long term, debti sy. eee eee 2,994,660 53,0173 115 
Increase, investment. in,;subsidiaries --.. 3 a eee — 3,683,819 
Purchase. ot: fixed -assets cient are eee 3,242,270 2.18799 
Purchase-for cancellation, of preferred shares sa a 22,561 150,453 
Cash placed on deposit, held for redemption of long term debt ... 3,780,000 — 
Advances in respect of executive stock purchase plan ................ 400,000 —_ 
Mortgages and notes receivable arising from sale of assets ........ 603,763 — 
Payment. of dividends 9. an) oe ee ee 332,996 767,280 
11,376,250 10,738,022 
(DECREASE) INCREASE IN WORKING CAPITAL ................000000ce-00ee (6,160,074) 977,508 
Workitge capital ‘at besinning,of year. .4. uc. ene ee 14,523,805 13,546,297 
WORKING CAPITAL AT) END*OP:Y BAR i ee $ 8,363,731 $14,523,805 


WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED SCHEDULE OF MARKETABLE SECURITIES — DECEMBER 31, 1970 


Common Preferred Carrying Market 
shares shares value value 
American Sterilizer Company ................ 132,000 $3,153,647 $3,153,647 
Bahamas-Caribbean Development 
Corporation’ Limited?(37 % =e... 4,187,970 1,088,872 1,088,872 
Power Corporation of 
Canada eA te wen cee chs cet tier 50,000 $25,000 4,150,601 4,618,750 
VETS Cel AMC OUS es ence cost Acces tosgasse eee 174,598 219-731 
$8,567,718 $9,081,000 


( ) Denotes percentage of voting interest if in excess of 5%. 


AUDITORS’ REPORT 
To the Shareholders, 
WARNOCK HERSEY INTERNATIONAL LIMITED. 


We have examined the consolidated balance sheet and the consolidated schedule of marketable securities of 
Warnock Hersey International Limited and subsidiary companies as at December 31, 1970 and the consolidated 
statements of income and surplus and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1970 and the results of their operations and the source and application of their funds for 
the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


The 1969 comparative figures include certain subsidiaries reported on by other auditors. 


CAMPBELL, SHARP, NASH & FIELD 
Montreal, March 15, 1971. Chartered Accountants. 
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WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — DECEMBER 31, 1970 


Principles of consolidation: The consolidated financial statements include the accounts of the Company 
and all of its subsidiaries. 


The total amount of long term debt is secured and includes an amount of $5,470,717, which is outstanding 
in subsidiary companies. The trust deeds relating to the debenture issues contain certain restrictions 
pertaining to the issue of additional long term debt, the payment of dividends, the reduction of capital 
and the maintenance of working capital. Other loans represent a variety of long term loans, including 
mortgages and debentures, each of which is less than $650,000 and which have varying maturity dates and 
rates of interest. 


During the year, 17,894 common shares of the Company were issued as consideration for the purchase of 
fixed assets. The value attributed to the common shares so issued by the Company was $178,940. 


During 1970, the Company purchased for cancellation 1,500 preferred shares at a cost of $22,561. 
Accordingly, consolidated surplus includes an amount of $233,750, equal to the par value of shares so 
cancelled to date, representing capital surplus pursuant to section 61 of the Canada Corporations Act. 


Dividends on preferred shares are in arrears since October 30, 1970, in the amount of $41,548 at 
December 31, 1970. 


On November 13, 1970, the Directors of the Company authorized the establishment of an Executive Stock 
Purchase Plan providing for the purchase by the executive officers of 100,000 common shares of the 
capital stock of the Company and, pursuant to such authorization, caused a nominee to purchase 100,000 
of such common shares at $4.00 per share with funds provided by the Company. 


Number of Directors: iS Number of Officers: 1 
Remuneration as such: $50,258 Remuneration as such: $292,771 
Number of Officers who are Directors: 4 


Capital Management Limited, a subsidiary company, and its subsidiary, All-Canadian Group Distributors 
Limited, are defendants in various lawsuits arising out of a management agreement. Legal counsel is of 
the opinion that such lawsuits are unfounded. 


Subsequent to December 31, 1970, a dispute arose between a wholly-owned subsidiary and one of its 
major customers under a supply contract, performance of which by the subsidiary is guaranteed by the 
Company. The preliminary opinion of legal counsel is that no serious financial loss should be suffered by 
reason of this dispute. 
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